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Soviet Capabilities for Future Trade and Aid
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A—en ERrTisT fer meeting, the. Secretary 5T State suggested that it

would be helpful in thege deliverations to put yourselves in the
Yo tafle o oot o W,

position of the Soviets} That is, to consider the Kremlln s future

capabilities and possible courses of action in their trade and aid

offensive in the light of their total resources and the competing

demands for these resources. )

I thought it might be prudent in our forward look to limit our-
selves to the next seven years. The reason for this is that next
Soviet Planning period covers the years 1959 to 1965, and while the
Kremlin hss not yet announced the details of this plan, enough key
commodity goals have been released so that we can be fairly confident
about its general shape and proportions.

The Soviet's trade and aid program is snother competitor for
scaég resources within their country. It can only be put in per-
spectlve by conslidering the totality of demends against goods and
services produced.

What are these demands?

First, there 1s the necessity of increasing the standards of
living of the Soviet people. There are two key reasons for this -
to secure the cooperation of the workers so that Productivity can

Oa&uiquke&uLiu«.&- %
continue % increaseA and to remove “the stigma of poverty which

attaches to Communism and thereby increase its attractiveness abroad.
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The key Soviet programs in the consumer field are those in
housing and &griculture.!yfo Pay increased attention to thege
neglected sectors means that investment must be diverted from
producer goods industries. Thig in twrn mesns a somewhat slower
future rate of industrial growth than we saw during the 1950-55
years - probably on the order of 8-9 per cent s year compared to .
£

A, Crmostatan
Past rates of 10-11 per cent. Sl sl /{MMM‘* ‘f'“ *7 31’1‘? g&mﬁ it Crerd

mdlmw I W.A,géﬂ g«eal‘rﬁ*‘

Totel investment, however, must remain high, because growth ; e

K dherobortins Y
rates must remain substantially above those in the U.S. The reason il par,

k; ffm c‘t:?
for this is the often repeated boast of the Kremlin leaders con- ’*aeuﬁgﬂ?

cerning the catching up with and then Burpassing the United States Pt tdome
in production. The fulfillment of this ambition, they believe, is
necessary to prove the superiority of the Communist system over the
free enterprise system.
Finally, there is the need to maintain, and indeed to increase,
military expenditures. The concentration of effort on research and
development and on the production of advanced design weapon systems,
as we all know, costs a great deal of money,
Let's take & look at how these competing demands are resolved
today.

Chart - Comparison of US & USSR GNP

ma

{50 bals
1) 1In absolute terms, USSR GNP about g orus. T 7 9
Consumption, however, about 35% of US. Investment about

60%, but investment in mining, manufecturing and electric

power was 80-85% of our own.
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2) Military expenditures, including foreign aid
about equal. Total foreign aid program Probably best

considered together with defense » &8 in US, under the

* ‘0 & ‘Ed&.a
combined heading of, "national security," Aosrr frrsips o A :
()4,,(27 H&MWMLWO%WMLM!M ‘ -

35 Looking forward to 1965, we have projected ﬁﬂwg&; o
a’ 't I ‘&{7 : a\e S\ﬁfx L ]
forward e growth rate of 6.5% & year. We hmA divided up

the pie, the $300 billion GNP s between investment , defense e
—

and consumption by projecting forwerd ecent trends. b ot 5

Q Junm. M/&MZQ«&@% bwtd Lo #Z;J‘ eslrsrnt f :

the proportions going to defense and con- Allipon @68 27
watl fo sat A ngrosdy
sumption hewe-—hean decreased, and thet to investment e O

Lo gt "m: “,..r.»«"

increased, -
;—/v

Main point is that Soviet aid program, which last year Probably
cost -tA $1 billion in actual flows to Satellites and underdeveloped

countries, could be increased several fold by 1965 without doing

Orneel violence to other national objectives - to overall economic growth
4;‘ or to the continued moderate improvement in living stendards, o to Hee
dhosek o 1 an' formidodle mdtary frosture,
$ 10 babdegnr We might “urn now to consider briefly what the output of some
a “‘ZﬂM , ¢
[,3‘ de key commodities could be by 1965.
it
Chart - USSR Output of Selected Commodities

mﬁ considering steel, cement » betroleum, aluminum,
A A i C&m& (YN o
mechine tools, tractors and trucks Is=sbet the broducers goods out-
: ) |
put of the Soviet Union by 1965 will be much closer to US producers

goods output than 1t is today.
-3 -
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While overall GNP may be only about half that of the US in 1965,

by that time the output of producers goods maey be EEEEE~EEESEEEE that
of ours. And, of course, what the underdeveloped countries want is
producersafzggii ur&msr' |
In addition to producers goods, of course, there is the demand
for technical assistance, for engineers and technicians to train
People and to set up and place in initisl operation the plants and
equipment going into the industrialization Program of underdeveloped

areas.

Chart - Increase in Soviet Englineers an Technicians

1) USSR has today far more engineers than does US -
700,000 vs 480,000. By 1965, englneers expected to increase
to 1,300,000.

2) Only few thousand of these out of USSR today.
Clear, however, that the aveilability of engineers and

technicians 1s not going to be & bind.

Having reviewed briefly the resources avallable for the trade
and ald offensive, we can now consider the possible patbesn of Soviet

exports by 1965.

m@t&vatm@@fhthewuss&bacm&hiswimmmyt;tm%”ﬁﬁiﬂmt*io’rr‘. ’
Of total USSR exports in 1957, about 24% went to the free world,
and most of these exports were sent to Western Europe. They were

sent in payment for imports of machinery and equipment needed by ,
Ue dowad Yo toa Casaae M B, ek fent, "TjL&GEL'cu¢22£
oo Aemcbeedewslofpard M;hl‘&m, AA ?AM—'Q Sevadl an
Al adesi, o fotat 3 ;a
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whiéh the projection for 1965 expands considerably. Food 1 ems have
comprised the bulk of trade in this category to date, apbther item
available iQ\underdeveloped areas.,

The USSéwhgs long been a net importer of mac‘inery and equipment
although its own\&q?estic cepabilities for prquucing these items have
grovn enormously. The\projected import suppPlus in 1965 reflects the
Pressures which currentmeconomic Plans will place on the Soviet machinery

and equipment industries. %hps 1mpt.ts from the West (principally

Prototypes and complete plant E&;‘lities) will be increased to

s to satisfy the

demands of underdevelogled countries both Within and without the Bloc.
Moreover, it is no 'inconceivable that the USSR will try to develop,
partly for the plirpose of internal securlty, a net, export position in
this categoy¥ in order to bulld and maintaln capacit ’beyond the
requiremghts of the domestic economy. Such an effort wb' d probably

Q\\tools,‘

ppilmary processing equipment, and agricultural, construction and

be built on the export of mass produced general purpose mach

mining machinery.
To summarize, the princlipal factors determining the size and
nature of the USSR's forelgn economic offensive will be: (1) the
e, At iots Fovgante haf g tens - ﬁ-m&«.&ad
overall policy decisions of the Kremlin leaders; (2) the choices of
Bloc leaders with respect to the allocation of economic resources;

(3) the attitudes in underdeveloped countries toward the commitments

and risks implied in large-scale economic dealings with the USSR

f‘?/
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end other Bloc members; (4) the ability of the reciplent states to
absorb new credlts; and (5) the alternatives cffered these countries
by the West.

In seeking areas in which to extend its forelgn economic program,
the USSR will select those underdeveloped countries in the Free World
which appear most vulnersble economically or politically and which
offer the prospect of importent Political gains. It will select
targets of opportunity as they arise from changing political,
economic end military relationships in the Free World such as offered
by the recent coup in Irag and the turmoil in Lebanon.

The long-run threat posed by the Bloc economic offensive will
increase. The offensive will operate in a context in which the
steady growth of the economic, militery, and scientific strength of
the USSR will meke it a more formideble opponent of the West in the
underdeveloped countriles. Soviet trade, credits, and technical
assistance will support the Communist imege of progress and power,
and provide opportunities for the propagetion of Communist doctrine
and the idea of rapid industrisalizetion through the Soviet-type
organlzation of society. Unless effectively countered, these
psychological and economic inroads, in combination with other Soviet
policies and accomplishments, will continue to erode the Western

position in the underdeveloped world.
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